General Business Conditions 


HE developments of the past month 

have supplied further indications that 

the business situation is moving into 

a new phase. Heretofore defense and 

non-defense production have been ris- 
ing together, but the uptrend in non-defense 
activity, which has brought the output of con- 
sumers’ goods to the highest levels ever 
reached, evidently is drawing to a close. This 
is the expected effect of the increase in defense 
requirements, priorities, ocean transport con- 
gestion, and restriction of civilian consump- 
tion in order to build up supplies of strategic 
materials. For some time a number of indus- 
trial materials have been scarce for non-de- 
fense work, and government officials have 
been warning of impending curtailment, par- 
ticularly in the metal-using lines. But stocks 
on hand or substitutions have made it possible 
to maintain production, and despite the heavy 
demand actual shortages for consumers’ use 
have been few. 

Now the expected change is beginning to 
appear. Within the month the program for the 
reduction of passenger automobile output by 
50 per cent during the 1942 model year has 
been announced, steel has been placed under 
full priority control, new silk supplies have 
been cut off from American mills, and measures 
to curtail gasoline consumption on the Eastern 
seaboard have been put into effect. 

As defense activity increases, the list of com- 
modities under priority control is lengthening. 
Manufacturers of refrigerators, washing ma- 
chines, household electrical equipment and 
other consumers’ durable goods are in the same 
position as the automobile manufacturers and 
will be required similarly to curtail their out- 
put. They use copper, steel, aluminum, nickel, 
zinc, chromium and other materials which are 
needed for armaments in increasing quantities. 
With all the ingenuity of American industry, 
there is a limit to the extent to which substi- 
tutes for the metals can be employed, for some 
of the alternatives, such as plastics, are becom- 
ing scarce, and certain basic materials of which 
plastics are made have been added to the 
priority lists. 
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Diversion to Defense Work 


Moreover, a greater diversion to defense 
work of the productive effort of the consumers’ 
durable goods industries, including labor, man- 
agement and machines, is urgently wanted. 
Critics of the defense effort maintain that the 
boom in automobiles, refrigerators and similar 
articles has already lasted too long, and a na- 
tionally-read columnist refers to it as “well 
nigh scandalous.” Everyone agrees that arma- 
ment production should have full priority, and 
that diversion of productive capacity to defense 
work should be pushed to the utmost. How- 
ever, there is another side to the opinion 
represented by the above criticism. It will bear 
repeating that in many cases the adaptation to 
armament production of existing factories and 
equipment, which were built to make peace- 
time goods, was impracticable, or so difficult 
and costly that it has been more efficient to 
build new factories and install new machinery 
especially for armament use. 

This being so, it is questionable whether 
arbitrary curtailment of consumers’ durable 
goods output, during the period while the 
armament effort was being planned and the 
defense factories built and tooled, would not 
have proved premature and unnecessarily de- 
pressing. In the main, there was no other 
employment for the machines or the labor until 
the defense program was further along. 

Now that the defense factories are reaching 
the production stage, a substantial curtailment 
of consumer goods output can take place with- 
out causing grave unemployment and distress. 
At the same time consumers are well stocked 
with these goods. It is agreed in many of the 
industries affected that there would be a natural 
falling off in demand during the next twelve 
months in any case, because buyers have an- 
ticipated their wants. The boom in retail sales 
is an outstanding feature of trade reports. In 
recent weeks it has amounted to a rush by 
consumers to lay in supplies of many kinds— 
not only durable goods, but apparel as well. 


Effects of Materials Shortages 


One of the government agencies is said to 
have predicted that 5,000 to 6,000 factories may 








September, 1941 


be affected by materials shortages, and Mr. 
Henderson has stated his belief that the num- 
ber of workers involved, and in part facing 
temporary unemployment, might exceed 2,000,- 
000. Of course this does not signify that the 
curtailment will come uniformly or overnight, 
or that it will necessarily develop mare rapidly 
than the labor, or most of it, can be absorbed 
in defense work. In many cases manufacturers 
still have good stocks of materials on hand, 
accumulated during the past year, and these 
stocks will cushion the effects of the priorities 
while the shift to defense work goes on. 

As far as possible the effort will be to move 
from non-defense to defense work with a 
minimum of intervening unemployment and 
dislocation of labor. The automobile quotas 
fixed by the Government take this principle 
into account. Although a reduction of 50 per 
cent in passenger car output for the whole 
model year is aimed at, the curtailment in the 
first four months running through November 
will be only 26% per cent. The industry will 
produce more trucks than ever before, 1,189,- 
000 including military vehicles, according to 
present estimates ; and it is turning increasingly 
to defense production in other lines. On this 
basis it expects to be able to maintain employ- 
ment; and by the time the more severe cuts 
on passenger cars are imposed, at the end of 
this year, it will have more defense plants 
tooled and ready for operation to supply jobs 
for the displaced workers. 

Doubtless a similar principle will be fol- 
lowed in fixing schedules for other consumers’ 
durable goods. It is too much to hope that the 
transition to defense work can be achieved 
with perfect smoothness in all lines, for natur- 
ally some of the curtailment will fall in areas 
where a shift will be difficult. The hosiery 
industry is such an area, since hosiery manu- 
facturers currently find it impossible to obtain 
enough substitutes for silk to carry on normal 
operations, and hosiery workers are not trained 
for armament work. This, however, is possibly 
the most acute case of dislocation that will be 
experienced. 

In the industries which still have adequate 
supplies of materials in sight, including cotton 
goods, woolens and shoes, operations promise 
to continue at a record level. The current rate 
of operations in the cotton mills has never 
before been approached; they consumed 9,718.- 
000 bales of cotton in the crop year 1940-41, 
which was 22 per cent above the previous 
record, and the July consumption was at an 
annual rate of over 11,000,000 bales. Not long 
ago some cotton manufacturers were of the 
opinion that inventory accumulation would 
begin to show itself early next year, after de- 
liveries on the huge backlog of fourth quarter 
orders were completed. However, this opinicn 
is now subject to qualification, in view of the 
new demands for cotton goods created by 
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shortages of silk, rayon and burlap, and the 
prospects of further large government pur- 
chases. 


No Decline in Aggregate Production 


In the aggregate, the effect of the materials 
shortages evidently will be to apply a brake 
to the expansion of production, and to change 
the pattern of industrial activity by the shift 
from civilian to armament work, but the con- 
tinuous growth of the. defense program pro- 
vides assurance against any general recession. 
The Federal Reserve index of industrial pro- 
duction for July was 162 (1935-39 = 100), a 
gain of 16 per cent since April and of 41 per 
cent since the beginning of the defense program 
in May 1940. This is a rate of increase which 
doubtless cannot continue, in view of the limi- 
tations on capacity, which possibly may include 
not only insufficiency of materials for non-de- 
fense operations, but bottlenecks in trans- 
portation and power. 

Nevertheless, the aggregate industrial capac- 
ity of the country is experiencing a growth 
never before equalled. Factory construction 
this year may be almost twice as great as in 
1929, according to present estimates, and the 
output of metal-working machinery will be 
over three times as large. It is well to re- 
member that the reported insufficiencies in 
materials are only in relation to this expanded 
demand. Actually supplies available are 
larger than ever before in our history, and are 
being added to steadily, in some cases spectac- 
ularly. The steel industry increased its ingot- 
making capacity by 2,533,000 tons during 1940 
and 2,010,000 tons during the first half of 1941. 
According to the magazine “Steel” there will 
be a further increase during the second half- 
year (or by early 1942) of 2,212,000 tons. This 
is more than was forecast in the Dunn report, 
and the additions next year will also be sub- 
stantially greater than had been planned when 
the Dunn report was issued. 

Supplies of copper, lead, zinc and tin, even 
though below aggregate wants, will be larger 
than we have ever had. The aluminum expan- 
sion program is common knowledge; it will 
bring the output from 413,000,000 Ibs. in 1940 
to 800,000,000 at the end of this year and 
1,400,000,000 by the end of next year, to which 
will be added 200,000,000 pounds annually of 
imports from Canada. 

It is safe to say that the level of industrial 
production, including defense and non-de‘ense 
operations, over the next year will be in general 
as high as the supply of materials permits. 
The defense program will have the first call, 
and use all it can. Supplies generally will be 
ample for its purposes. Production of civilian 
goods will absorb the remainder. The dislo- 
cations caused by the shifts that are going on, 
while severe in places, should be offset in the 
aggregate by the defense expansion. 
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The Price Trend 
Further extensions of price ceilings have 
been made during the month. The number of 
commodities on which ceilings have been fixed 
by Mr. Henderson is now up to 24; for purposes 
of convenient reference they are listed in the 
accompanying table. At the end of the last 
war the number of price ceilings established 
by the Government totaled 573. This is pos- 
sibly an indication of the magnitude of the 
problem that Mr. Henderson still faces, as long 
as direct controls are the chief reliance to re- 

press inflationary movements. 


PRICE CEILINGS ISSUED BY O.P.A.C.S. 








Effective 
Commodity Price Ceiling Date 1941 
Formal Price Ceilings 
Used Machine Tools March 1 
Aluminum Scrap 11¢ Ib March 3 
Zine Scrap 6%4¢ Ib., new clips March 81 


Scrap Iron & Steel $20 ton, No. 1 heavy melting April 38 


Bituminous Coal* $2.52 ton, Penn. mine run March 28 
Iron & Steel Products 2.10¢ Ib. plates April 17 
Combed Cotton Yarnst 45¢ lb. 30’s single ply May 26 
Scrap Nickel (varying with nickel content) June 2 
Hides 15¢ Ib. light native cows June 16 
Pig Iron $25 ton, No. 2 foundry June 25 
Cotton Print Clotht 43¢ Ib., 40” and narrower June 30 


Brass Mill Scrap 854-91 Ung Ib. J 
Douglas Fir Peeler Logs $24-$59 per 1000 board ft. Aug. 5 


Douglas Fir Plywood $28.00 per 1000 sq. ft. Aug. 5 
Silk $3.08 Ib. D. grade Aug. 2 
Copper & Copper Alloys 1z¢ Ib. electrolytic Aug. 12 
Sugar, Raw $.50¢ Ib. ae. x. F. Aug. 14 
Tin 52¢ Ib., = Aug. 16 
Burlap 11%¢ Fo 40”, 10% oz. 

to 12-31-41, 11¢ after 

12-31-41 Aug. 16 
Southern Pine Lumber $28.50 per 1000 bd. ft. Sept. 5 
Scrap Copper ti oie = No. 1 copper wire Aug. 19 
Formaldehyde 414-914 Aug. 20 


Penn. Crude Oil 
Rayon Gray Goods 


Animal Hair 


$2.75 ao oo grade Aug. 23 
20¢ < viscose 48” 112x68 


count. A 
8¢-45¢ Ib. hog and cattle Aug. 27 


Informal Price Ceilings 
Zine 1.25¢ 


Lead 5. a 
Rubber 22% 
Antimony 


149 fo. 6¢ tank wagon—Eastern Seabd. 


* Temporary ceiling, later revoked when strike was settled. 
t Revised on July 19 from 42¢. 
t Revised on July 19 from 89¢. 


Gasoline 





Largely because of the extension of ceilings, 
the recent trend of prices of the more important 
industrial raw materials has been sideways, 
and undoubtedly maintenance of these ceilings 
at present levels will exert a substantial repres- 
sive effect upon the general upward price trend. 
The threat to the stability of these markets 
will come not from lack of cooperation of 
producers with Mr. Henderson, but from the 
danger that rising costs of production will 
make the present ceilings impracticable. Food 
prices continue to move up; and the rise trans- 
lates itself quickly into a rise in the cost of 
living, forms the basis for wage demands, and 
thereby contributes to the upward spiral which 
in due time must be expected to exert a fresh 
upward push against the present ceilings, and 
probably compel their revision if production is 
to be maintained. 

The impending curtailment in consumers’ 
durable goods clearly makes the general infla- 
tionary danger more acute. The nature of the 
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danger is perfectly illustrated by the prospect 
that the supply of goods for civilian use will 
be smaller, while purchasing power will con- 
tinue to increase, through the rising treasury 
expenditures for defense. The problem is to 
absorb the excess purchasing power, by divert- 
ing it to the Treasury, as far as practicable, 
and to integrate national policies in other direc- 
tions into an anti-inflationary whole. Mr. Hen- 
derson is far from alone in doubting that his 
efforts to control prices directly can be effec- 
tive if other governmental policies constantly 
leave loopholes through which the inflationary 
forces can escape control. 

In at least three respects anti-inflationary 
action has been taken within the Government 
during the month. One was the action of the 
Senate Finance Committee in broadening the 
income tax base by reducing the exemptions, 
which is commented on subsequently. Another 
was the veto by the President of the bill which 
would have required the Government to with- 
hold from the market the 6,100,000 bales of 
cotton and 172,000,000 bushels of wheat which 
it owns (as of July 31). This veto should have 
general approval. The proposal to freeze these 
commodity stocks and tie the hands of the 
Commodity Credit Corporation would be un- 
sound under any conditions, for as long ago as 
1931 the Federal Farm Board found, and its 
Vice Chairman publicly stated, that continued 
purchase and accumulation of farm commodi- 
ties was not the remedy for the farm situation. 
Under present conditions the mandatory with- 
holding of these stocks would destroy any 
effectiveness they may have in restraining the 
upward trend of the markets. 


Regulation of Installment Selling 


The third anti-inflationary move during the 
month was the issuance by the Federal Reserve 
Board of the expected regulations governing 
installment credit, to take effect (so far as terms 
of payment are concerned) September Ist. 
The purpose of these regulations is to restrict 
installment buying, in order, as Mr. Eccles 
says, to “dampen demand.” The following is an 
extract from Mr. Eccles’ explanatory statement: 

Civilian demand for goods must be adjusted as 
closely as possible to supplies available for consump- 
tion. Regulation of installment credit is a necessary 
measure to this end. By deferring civilian demand at 
this time we can help avoid inflation, we can aid in 
defense, and we can store up a backlog of buying 
power that will help offset a post-defense slump. 

When consumers buy “on time” they are aug- 
menting present demand for goods by borrow- 
ing from the future. The effect is the opposite 
of saving, which means abstaining from con- 
sumption and deferring demand. Obviously 
this is not an appropriate time to increase con- 
sumer borrowing, in view of the rise in govern- 
ment and other private debt, treasury needs, 
and the necessary curtailment of production 
that impends in many consumers’ goods. Yet 
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the natural tendency is for consumer credit, if 
unrestrained, to expand during periods of ris- 
ing consumer income, when people are eager 
to buy and confident of their ability to carry 
the debt. 

This is the case for restrictions on consumer 
credit. The effectiveness of the regulations 
from the standpoint of the public interest will 
be judged by their success in checking expan- 
sion, or effecting a reduction, in the volume of 
such credit outstanding. They cover only con- 
sumers’ durable goods; the exclusion of apparel 
and similar non-durable articles, which are 
widely sold on installment terms, is justified in 
the opinion of the Board by the argument that 
production of these goods does not in general 
compete with the defense effort. 

The regulations do not require as drastic 
tightening of the selling terms recently prevail- 
ing, either with respect to percentage of down 
payments or maximum maturities, as many 
expected. Rather they adopt, in the main, the 
terms that the more conservative finance com- 
panies have already been employing, and 
compel all lenders to conform to them. This 
may restrain some people from buying on time. 
Nevertheless, there is a question as to how 
restrictive the terms themselves will prove to 
be, in view of the increasing income of con- 
sumers. In reducing the volume of credit, 
shortage of durable goods is likely to be a 
more important factor than the terms enforced. 
It remains to be seen whether the unexpended 
purchasing power, diverted from durable goods, 
may not flow into the non-durable goods 
markets. The real need is to divert it into the 
Treasury. 

The regulations do not apply to certain stated 
extensions of credit, among which are first liens 
on improved real estate and credits of over 
$1,000 for repair or improvement of real prop- 
erty, although why borrowing for the latter 
purpose should be considered less inflationary 
than borrowing to buy refrigerators is not 
explained. Loans for educational purposes or 
medical, hospital, dental or funeral expenses 
are also exempted, which will be generally 
approved. Provisions of the regulation whose 
practicability has been questioned are those 
designed to limit renewals of credit. However, 
the general practicability of the regulations 
will have to be determined through operation. 
Mr. Eccles states that they are subject to 
change both as experience with their adminis- 
tration develops, and as economic conditions 
may require a further dampening of buying 
power. 


The New Tax Bill 


With the hearings before the Senate Finance 
Committee on the new tax bill completed 
August 23, the Committee has lost no time in 
arriving at a series of major changes for recom- 
mendation to the Senate. One of the most 





important of these was the broadening of the 
tax base by lowering personal exemptions to 
$750 for single persons and $1,500 for married 
couples. This is expected to bring in an addi- 
tional $303,000,000 and replace the loss of a like 
amount that resulted from the elimination of 
mandatory joint returns of husband and wife 
in the House bill. An additional $51,000,000 
would be derived by discontinuing the “com- 
munity property returns” from residents of the 
eight States having community property laws. 

In the corporate excess profits tax provi- 
sions, the Senate Committee sustained the 
House action in retaining the alternative 
choice to the corporation of computing excess 
profits upon either a basis of percentage re- 
turn on invested capital or average earnings 
for the years 1936-39. The House had already 
lowered the invested capital base for comput- 
ing excess profits by the larger corporations, 
provided a special credit for new capital, and 
raised the schedule of excess profits rates, with 
the maximum increased from 50 to 60 per cent. 
It also specified that the excess profits tax be 
computed before, rather than after the cor- 
porate normal tax, which was left at 24 per 
cent for the larger corporations ; and introduced 
a new surtax of 6 per cent for such corporations. 

Provision for a special excess profits tax 
of 10 per cent, inserted by the House to reach 
companies not subject to any excess profits 
tax when using the invested capital method, 
was eliminated by the Committee. The 10 per 
cent “defense super-tax” was incorporated in 
the regular tax structure—both corporate and 
individual—by an adjustment of rates, thereby 
simplifying the preparation of returns. 

While the bulk of the $900,000,000 increased 
excise and miscellaneous taxes voted by the 
House have been approved by the Senate Com- 
mittee, a number of important changes have 
been made. At this writing, these included the 
deletion of the proposed tax on soft drinks 
calculated to yield $22,000,000, and also the 
taxes on outdoor advertising and radio broad- 
casting, and the addition of new or increased 
taxes on amusements, local telephone calls and 
electric light bulbs. 


Broadening the Tax Base 

One of the most encouraging features of the 
hearings and discussions on the new tax bill 
has been the broader recognition of the basic 
issues involved, namely, the need for reaching 
a much larger number of taxpayers and divert- 
ing a much larger portion of the increased 
national income to the Treasury. This was 
shown by the President’s letter of July 31 to 
the House Ways and Means Committee, ad- 
vocating a further lowering of personal income 
tax exemptions, followed by similar recom- 
mendations by Secretary Morgenthau in his 
appearance before the Senate Finance Com- 
mittee, the latter representing a reversal of the 
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Treasury recommendations when the bill was 
under consideration in the House. Other wit- 
nesses representing government, business, fi- 
nance and agriculture emphasized the same 
point. 

This lowering of exemptions is estimated to 
increase the number of persons filing returns 
from approximately 15,500,000 this year to 
22,000,000 next year, and the number paying 
taxes (excluding the non-taxable returns) from 
7,900,000 to 13,200,000. If these changes are 
approved by Congress, the personal exemptions 
will have been lowered in the past two years 
from $1,000 to $750 for single persons and 
$2,500 to $1,500 for married couples. At the 
same time, tax rates will have been increased 
sharply, and surtaxes made to apply to the 
entire net taxable income, after personal ex- 
emptions. 

While the change in exemptions and rates 
represents an important step toward making 
more people bear a share through direct taxes 
of governmental costs, it still falls far short of 
what many students of the tax problem had 
hoped for, bearing in mind the need for divert- 
ing into the Treasury some substantial part of 
the huge new flow of funds into the hands of 
the public. Of the additional $303,000,000 of 
revenue expected to be raised from the pro- 
posed lowering of exemptions, only $49,000,000 
is expected to come from new taxpayers and 
the remaining $254,000,000 from present tax- 
payers. Aside from the question of revenues, 
however, the lowered exemptions will have the 
effect of making large numbers of persons tax- 
conscious for the first time. 

An indication of how the new tax rates com- 
pare with rates in this country prior to the 
initiation of the defense program and with 
existing rates in Canada and Great Britain is 
afforded by the accompanying diagram, 
adapted from a diagram published in the June 
Monthly Review of the Bank of Nova Scotia. 
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It will be seen that as compared with pre- 
defense taxes in this country, the increases now 
proposed are proportionately greatest in the 
lower and middle brackets which had hereto- 
fore been lightly taxed. Both Canadian and 
British taxes start lower down even than the 
present Senate proposals, and are higher all 
along the line. These personal income tax rates, 
of course, do not provide an accurate measure 
of comparative burdens of total taxes in the 
three countries, inasmuch as they do not take 
account of indirect national taxes nor of state 
and local taxes, which are heavier in this 
country. 

While the Senate Committee voted down a 
number of proposals that were made for a 
general sales tax, a gross income tax, an 
increase in social security taxes, and an exten- 
sion of excise and miscellaneous taxes, numer- 
ous members of Congress, including members 
of the tax committees, have expressed them- 
selves as feeling that sooner or later a con- 
siderable broadening of the tax base through 
one or more of these tax forms will be neces- 
sary. Although opposition in Congress to 
general sales or similar taxes was based on 
the grounds that they bear disproportionately 
upon the low income groups, it is worth noting 
that Congress in its agricultural policy has 
taken action in raising farm prices that has 
affected the cost of basic necessities of life 
much more than would a moderate sales tax. 


Outlook for Receipts and Expenditures 


Due to the House action in eliminating the 
provision for mandatory joint returns, the bill 
as it went to the Senate called for around $3,- 
200,000,000, or some $300,000,000 short of the 
figure mentioned by Secretary Morgenthau in 
April as needed to maintain a ratio of two- 
thirds taxes and one-third borrowing in financ- 
ing expenditures. At that time expenditures 
for 1942 were estimated around $19 billions 
and revenues around $9.2 billions, leaving a 
deficit around $9.8 billions. By adding $3.5 
billions of new taxes, it was calculated that 
revenues might be raised to around $12.7 bil- 
lions, or roughly two-thirds expenditures. 

Since April, however, estimated expendi- 
tures for this year have been increased to $22 
billions, so that even with the $3.5 billions 
originally asked for by the Treasury and raised 
to $3.7 billion by the bill if Senate Committee 
recommendations are adopted, revenues for 
this year would fall considerably below the 
two-thirds ratio. The margin will be widened 
also by delay in enacting the tax bill which re- 
duces the amount to be expected this year from 
excise taxes. 

In the search for ways of meeting defense 
expenditures, the taxes have constantly been 
increased and extended but the possibility of 
economies and reductions in non-defense ex- 
penditures has received but scant considera- 
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tion. Last April, in testimony before the House 
Ways and Means Committee, Secretary Mor- 
genthau recommended that non-defense ex- 
penditures be reduced by a billion dollars and 
specifically referred to the bonus payments to 
agriculture, the Civilian Conservation Corps 
and the National Youth Administration. Yet 
in spite of the urgent need for elimination of all 
unnecessary government costs, funds made 
available by Congress for agriculture have 
been increased to the highest level in history, 
while the Civilian Conservation Corps is re- 
ported to have inaugurated an intensified drive 
for new recruits and the “authorities” are said 
to be “pessimistic” and “discouraged” over the 
prospects for enrollments. The following is 
from the New York Times of July 15: 


Short of men for the first time in its eight years of 
existence, the Civilian Conservation Corps has opened 
an intensified recruiting drive for new enrollees in 
all nine corps areas of the country, it was announced 
yesterday. 

Permitted to have a total of 300,000 men in the 
CCC, authorities disclosed that there were probably 
only 210,000 to 220,000 now on the national rolls. Re- 
cruiting of new men has been unprecedentedly slow 
and discouraging, and while the 80,000 to 90,000 short- 
age in the total enrollment is unusually small for the 
service, authorities are pessimistic and in many cases 
frankly puzzled over the problem presented by the 
failure of additional young men to join the ranks. 

An indication that the subject of economy is 
to be given renewed attention is afforded by 
the action of the Senate Finance Committee on 
August 29 in approving a resolution by Senator 
Byrd of Virginia calling on the Budget Bureau 
to submit three alternative budget estimates 
providing for reductions in non-defense expen- 
ditures for this year of $1,000,000,000, $1,500,- 
000,000 and $2,000,000,000, and creating a com- 
mittee composed of members of the Senate and 
House Appropriations and Taxation Commit- 
tees, the Secretary of the Treasury and the Bud- 
get Director, to study all possible economies. 


Corporation Earnings and Taxes 





Numerous additional corporate reports for 
the half year, issued since our tabulation pre- 
pared a month ago, give further evidence of 
how the substantial expansion of business vol- 
ume this year resulted in an increase of net 
profits for a majority of leading companies, 
over the first half of 1940, when volume was 
much lower than at present, but show com- 
paratively little increase over the level of 
profits reached in the latter part of 1940. Indus- 
trial operations at or near maximum capacity 
since the first of this year have lowered unit 
costs and thereby offset the rise in operating 
expenses and taxes. There were exceptions to 
this general trend, however, in the case of many 
important companies in various different lines 
of business, whose rise in costs exceeded the 
increase in sales, including large defense orders. 

A revised tabulation of 760 companies en- 
gaged in manufacturing, mining, trade, service 
and construction shows for the first half year 
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1941 combined net profits, less deficits, of ap- 
proximately $1,317,000,000 after taxes, which 
compares with $1,110,000,000 for the same com- 
panies in the first half year 1940 and repre- 
sents an increase of 19 per cent. These com- 
panies had an aggregate net worth of $22,312,- 
000,000 at the beginning of 1941, upon which 
the half year’s profits were at an annual rate 
of 11.8 per cent, compared with a slightly 
smaller net worth and a rate of 10.1 per cent 
last year. 

Separate quarterly figures available for 540 
of the companies show combined net profits of 
$500,000,000 in the second quarter, which is 
24 per cent above that reported for the second 
quarter 1940, but only 2 to 3 per cent above 
the fourth quarter 1940 and first quarter 1941. 
The steel companies, which comprised one of 
the groups showing the largest gains com- 
pared with the first half of 1940, showed only 
a one per cent increase in net profits over the 
last half of 1940, despite a 9 per cent increase 
in output. 

Tax details now available for 300 manufac- 
turing companies show that federal income 
and excess profits tax reserves for the first 
half year, computed in many cases with allow- 
ance for the pending revenue bill, totaled 
$769,000,000, and were more than three times 
the $215,000,000 reserves provided a year ago. 
Net income before such taxes amounted to 
$1,529,000,000, against $844,000,000 last year. 
The increase in such taxes, therefore, absorbed 
81 per cent of the increase in net income 
before taxes. 








INCOME TAXES 


NET AFTER 
TAXES 
629 

















1940 1941 


Federal Income and Excess Profits Taxes, and Net 
Profit after Taxes, of 300 Leading Manufacturing 
Companies in First Half Years, 1940-41. 

(In Millions of Dollars) 


Total Taxes of Leading Corporations 


In the efforts being made this year to in- 
crease greatly the federal tax revenue, many 
proposals have been made for stepping up the 
rate of the various federal taxes which cor- 
porations now pay, as well as imposing various 
new taxes which would bear upon corporations 
directly and indirectly. It is doubtful whether 
sufficient attention has been given to the sum- 
total of taxes—federal, state and local—which 
corporations are already paying. Multiple and 
overlapping taxes upon the same income, prop- 
erty or transactions are now found in many 











important fields of taxation, including cor- 
porate, personal income, real estate, gasoline, 
tobacco, liquors, and many others. 

As an indication of the total taxes which 
corporations were already paying last year, 
and which will be greatly increased by the 
new revenue bill, the accompanying summary 
shows the combined taxes, net profits after 
taxes, and dividends paid for the largest cor- 
poration (measured by sales or gross income) 
in each of sixty different major industries in- 
cluding manufacturing, mining, trade, trans- 
portation and public utilities. This has been 
prepared from the annual reports submitted to 
shareholders and to the Securities and Ex- 
change Commission. In order to avoid over- 
statement, such taxes as tobacco stamp taxes, 
state gasoline taxes and retail sales taxes, for 
which the company acts primarily as a collect- 
ing and remitting agent, are excluded if shown 
separately. 


Total Taxes, Net Profits and Dividends of 60 Leading 
Corporations in 1940 


Taxes 
Income and excess profits taxes.......... $ 510,931,000 
Other federal, state and local taxes... 569,421,000 








Total taxes $ 1,080,352,000 
Sales or Gross Income 

Total $13,070,400,000 

Taxes to sales or gross income ......... 8.3% 
Net Profits 

Net income before taxes .......ccsccsscssccess $ 2,260,943,000 

Taxes on net income before taxes...... 47.8% 

WNGE PEORE REESE WRMOW ncccccicccsscersecececsecccses $ 1,180,591,000 

Taxes to net profit after taxes............. 91.5% 
Dividends 

Total cash Gividends .......ccccccccrccssssscseees $ 857,275,000 

Taxes to total dividends ..........cccssscseee 126.0% 
Net Worth 

Net worth, January 1, 1940 .......c.cccses $12,770,229,000 

ROS TO: OE WOE: cidscecsiesscccesivccsesseczeses 8.5% 

Net profits after taxes to net worth...... 9.2% 

Dividends to net WOTrth ....cccccccrccsesees na 6.7% 
Shareholders 

Total number of shareholders ........00 3,522,572 

Taxes per Shareholder .......ccccccscsscessees $307 

Dividends per shareholder ........s000000 me $243 
Employes 

Total number Of eEMpPlOVeS  ..........cecccee 2,125,715 

Taxes per employe $508 





It will be observed that last year these sixty 
companies had a combined tax bill of approxi- 
mately $1,080,000,000. Income and excess 
profits taxes amounted to $511,000,000, or 
slightly less than half of the total, while other 
federal, state and local taxes were $569,000,000, 
or slightly more than half. 

Taxes absorb 48 per cent of the net income 
after other charges but before taxes, leaving 
a profit of $1,181,000,000 available for payment 
of dividends, for retirement of debt, or for 
investment in new plant and equipment. 

Total preferred and common dividends de- 
clared by these companies last year aggre- 
gated $857,000,000, which was $223,000,000 less 
than the taxes. For every $1.00 paid in divi- 
dends, $1.26 was reserved for taxes. 
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These sixty companies together have total 
assets of over $21,000,000,000, and hold 14 per 
cent of the total assets of all non-financial 
corporations in the United States. It should 
be noted that there are wide variations from 
the group averages in the case of the indi- 
vidual companies. Moreover, the companies 
selected are not necessarily representative of 
average results throughout their respective 
industries. Many of the companies have had 
unusual success and growth over a long period 
of years, and their financial results have con- 
sistently been well above average. Neverthe- 
less, the figures for such organizations, whose 
products and services are used by a large 
portion of our total population, are indicative 
of trends. 

Certain types of taxes paid by corporations 
are assumed to be passed on entirely to the 
consumer. A number of such manufacturers’, 
excise and sales taxes have been excluded from 
the “total taxes” given in the table. Various 
other corporate taxes are assumed to be paid 
entirely by the corporation and its share- 
holders, although often these taxes tend also 
to be passed along in the price of the goods or 
services produced. If taxes in a certain line of 
business are raised too high, or too fast, they 
tend to exert pressure also upon the scale of 
employment and wages. Because of the com- 
plex and changing nature of business and taxes, 
it is impossible to measure with close accur- 
acy the relative effects of corporate taxes upon 
the customers, the shareholders and the em- 
ployes. Nor is it possible to determine the 
amount of indirect taxes represented in the 
cost of goods and services which these corpora- 
tions purchase. 

For the 60 companies given, total taxes last 
year were over 8 per cent of the sales or gross 
income aggregating $13,070,000,000. The com- 
panies together had approximately 3,523,000 
shareholders of record (not excluding dupli- 
cations caused by one person holding more 
than one issue), on which taxes averaged $307 
per shareholder. The total number of em- 
ployes was 2,126,000, while taxes averaged 
$508 per employe or nearly $10 per week. In 
addition, many of those receiving corporate 
wages and salaries, interest and dividends 
were subject to federal and state individual 
income taxes. 

Taxes of All Corporations in the U. S. 

Last month the Treasury Department issued 
preliminary statistics of income for the year 
1939, compiled from income tax returns and 
covering the 470,000 active corporations in the 
United States. Of this number, about 42 per 
cent reported having net income in that year, 
and 58 per cent reported deficits. The com- 
panies having net income, however, although 
comprising less than half of the total number, 
handled four-fifths of the total volume of 
business. 
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Upon a gross income of nearly $130,972,000,- 
000 in that relatively good year, the combined 
net profit, less taxes and deficits, amounted 
to $3,841,000,000, or 2.9 per cent. These fig- 
ures include both taxable and wholly tax- 
exempt investment income, but exclude divi- 
dends received from other corporations. 

Federal income and excess profits taxes 
were $1,232,000,000. Other federal, state and 
local taxes are not yet available, but in 1938 
were $3,765,000,000 and have since increased, 
judging from the published reports of leading 
corporations. The sum-total of direct corpor- 
ate taxes in 1939, therefore, was more than 
$5,000,000,000, the largest in history and much 
more than the net profit remaining after taxes 
for the corporate system as a whole. 
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In the hearings on the 1940 and 1941 revenue 
measures, responsible spokesmen for business 
have repeatedly expressed the willingness to 
have corporations bear their full share of the 
burden, but have recommended that other 
taxes also be increased. Corporate taxes have 
a natural appeal over many other types be- 
cause of their relative ease of collection. Un- 
like individual income taxes or sales taxes, 
they do not cause immediate tax-consciousness 
and irritation on the part of the general public, 
yet they inevitably enter into the cost of liv- 
ing. Careful consideration must be given to 
the high corporate tax rates already in effect, 
and to the need for corporations to earn a fair 
average rate of return over a period—taking 
the good with the poor and the deficit years— 
in order to attract the new capital constantly 
needed for maintenance and growth of our 
industries. At this time particularly the cor- 
porations face the need of building a reserve 
adequate to carry them through postwar read- 
justments. 

Particular study might be given to the many 
existing corporate taxes that are not based 
upon net income, but upon gross volume of 
business, payrolls, real estate, franchises, etc., 
and must be paid even though the corporation 
is making no net income. Additional taxes of 
such types would undoubtedly tend to aggra- 
vate the difficulties and force the liquidation 
of many corporations operating at a deficit, 
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which in 1939 made up more than half of the 
total number of active corporations and han- 
died one-fifth of the total volume of business. 


Money and Banking 





Banking statistics reflect the continued ex- 
pansion of credit resulting from the defense 
program. Total loans and investments are 
building up steadily, and for the weekly re- 
porting banks in 101 leading cities reached in 
August a figure for the first time above $29 
billions. 

Compared with a year ago loans and invest- 
ments increased approximately $4.8 billions, 
or nearly three times as much as in the preced- 
ing twelve months. Of this increase, nearly 90 
per cent was accounted for by increases in 
holdings of United States Treasury obligations 
and in commercial, industrial and agricultural 
loans, both categories indicative of public and 
private borrowing set in motion by the defense 
program. 

Holdings of Treasury bonds alone increased 
by nearly $1.4 billion, considerably more than 
double the increase of the year before, with 
smaller gains in holdings of other types of 
government securities. Rise of commercial, 
industrial and agricultural loans — $1.7 billion 
— has been even more spectacular, amounting 
to more than three times that of the year be- 
fore. Loans against securities, on the other 
hand, showed little change and are lower than 
two years ago. 

During recent weeks, trends in credit have 
differed somewhat from the pattern over the 
year. Although reporting bank loans and in- 
vestments have continued to increase, invest- 
ments in government issues have slowed up, 
with holdings of Treasury bonds showing an 
actual decrease. 

Looking back over three months, the in- 
crease in governments in the banks has been 
wholly in bills, notes, and guaranteed obliga- 
tions, the latter reflecting principally short- 
term financing by the R.F.C. and Commodity 
Credit Corporation in July. Holdings of Trea- 
sury bonds, which reached a peak after the 
allotments of new 2%s of 1958-56 in the first 
week of June, have ruled consistently lower 
ever since. Apparently the banks have not been 
eager to increase commitments in long bonds 
at present prices. Also, bank security port- 
folios doubtless have been influenced by the 
fact that, apart from agency financing, govern- 
ment needs for new funds over and above taxes 
have been met largely outside the banks, 
through sales of defense savings bonds and 
more recently the new tax anticipation notes. 

Contrasting with the trend of government 
security holdings, loans for commercial, indus- 
trial and agricultural purposes have continued 
to forge ahead. In the four weeks ended 
August 20, such loans increased $170,000,000 
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to a new peak of $6,180,000,000, more than $1%4 
billion above the highest point reached in 1937. 
With the great expansion in construction work 
and general business activity resulting from 
the defense program, higher inventories and 
prices, and sharply rising taxes, a substantial 
increase in the demand for banking accommo- 
dation was to be expected, and seems likely 
to continue. 


Loan Tendencies Here and Abroad 


In this connection, it is interesting to com- 
pare loan tendencies in this country with those 
in Great Britain and Canada where the shift 
to a war economy is much further along. In 
Great Britain it is somewhat surprising to 
find that banking “advances” (corresponding 
roughly to our commercial loans) have de- 
clined steadily almost from the outbreak of the 
war. Just why this should be so is not entirely 
clear, but presumably it reflects the drastic 
curtailment of civilian production, coupled 
with ability of defense contractors to finance 
in other ways, either through direct govern- 
ment advances or through liberal down pay- 
ments on contracts or other resources. 

In Canada, on the other hand, the trend of 
loans has been more as in this country, figures 
of the Canadian banks for “current loans in 
Canada” showing an increase of $365,000,000, 
or 44 per cent, from the outbreak of the war 
through June 1941. This compares with an in- 
crease of 47 per cent in commercial loans in this 
country in the same period. Commenting on 
the increase in Canada, an informed correspon- 
dent writes us in part as follows: 

Over the whole period since the war began, the in- 
crease in current loans (apart from advances to 
Victory Loan subscribers in June 1941) has occurred 
mainly in two categories—grain (the largest) and 
general manufacturing. 

The reasons for the rise in grain loans (mainly 
wheat) are obvious: big crops and unprecedented 
stocks. The reasons for the increase in manufacturing 
loans are, I imagine, similar to those in your country: 
defence requirements of industry, a generally rising 
scale of operations in most lines, the need to carry 
somewhat larger inventories of raw materials in some 
lines, and the gradual rise in prices. 

If the picture provides any occasion for surprise, it 
is that manufacturing loans have not increased more. 
In this regard, I have already mentioned a few reasons 
such as the improved liquid position of many com- 
panies. Perhaps more important is the fact that the 
Dominion Government has itself provided substantial 
working capitai advances to many of the new war 
industries as a part of its plant expansion program, 


and this has substantially reduced the amount of such 
business available to the banks. 


Excess Reserves and Interest Rates 


Member bank excess reserves declined 
further in August, dropping under $5 billions 
for the first time since December 1939, off ap- 
proximately $2 billions from the peak reached 
last October. For the New York City banks 
alone, the “excess” fell below $2 billions for 
the first time since March 1939, making a low 
for the month at $1,845,000,000, against a high 
of $3,675,000,000 in June a year ago. 


Principal causes of the decline continue to be 
the rise in deposits (calling for more reserve) 
and the rapidly expanding currency require- 
ments which already have lifted money “in 
circulation” to $9.9 billions, nearly $2 billions 
higher than a year ago. Nor does there appear 
to be any reason for a reversal of these trends 
in the near future. Already the reduction in 
excess reserves is having certain slight money 
market effects, inducing more banks to pay for 
new Treasury securities (in this case new tax 
notes) by book credits rather than cash, and 
bringing about a small increase in rediscount- 
ing at the Federal Reserve Banks. While 
excess reserves in the aggregate are still 
amply large, they are not evenly distributed. 

Interest rates remained substantially un- 
changed. In the early part of the month gov- 
ernment bonds reacted a point or more, due to 
increased tenseness in the Far Eastern situa- 
tion, nervousness over inflation, and renewed 
talk of a possible increase in bank reserve 
requirements growing out of recent statements 
by Chairman Eccles of the Reserve Board 
and Price Administrator Leon Henderson. 
A feature of the corporate bond market was 
the excellent reception accorded $234,000,000 
American Telephone & Telegraph bonds of- 
fered to shareholders, and $25,000,000 Standard 
Oil of California 25-year 234s. The latter were 
offered at 10214, at which the yield was 2.61 
per cent, or close to a record low for long-term 
corporate financing. 

Purchases by corporations and individuals 
of the new tax anticipation Treasury notes, 
which were made available on August 1 and 
may be tendered in payment of income taxes, 
proceeded briskly and by August 27 amounted 
to $674,000,000, with the daily rate of purchases 
increasing at the approach of the month-end. 
This substantial investment in the new tax 
notes may have diverted some funds away 
from investment in defense savings bonds, the 
purchases of which declined moderately and 
totaled $229,000,000 reported into the Treasury 
for the period August 1-26. This compares 
with $284,000,000 for the period July 1 - 26, 
$354,000,000 for the full month of July, $321,- 
000,000 for June and $375,000,000 for May, 
when they were first placed on sale supersed- 
ing the U. S. savings (baby) bonds. 


Silk Crisis and New Enterprise 


Due to the shutting off of new supplies of 
silk from Japan and the freezing of existing 
silk stocks in this country for defense purposes, 
the silk hosiery and fabric industries are being 
put to a severe test. At the time of the freez- 
ing order, silk stocks in warehouse here 
amounted to approximately 50,000 bales, which 
was considered normal in view of the prevail- 
ing rate of consumption, the heavy carrying 
charges and the perishable nature of raw silk. 
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Although silk is classified by the Army and 
Navy Munitions Board as one of the 14 
strategic raw materials, the Government had 
not built up an emergency silk stockpile as 
was done in the case of rubber, tin, and a 
number of others. 

With raw silk stocks earmarked for defense 
uses, most hosiery mills were left with only a 
few weeks’ supply of partly-processed silk on 
hand with which to continue production. By 
the end of August, the industry had been forced 
to curtail operations to halt of its previous 
rate, with further reductions likely and no cer- 
tainty as to how soon an adequate and steady 
supply of substitute fibres can be assured. In- 
volved in this crisis are 100,000 workers in the 
hosiery industry and 75,000 workers in the silk 
throwing, ribbon, dress goods, silk thread, 
necktie fabric and hat band industries, together 
with an investment in full-fashioned hosiery 
machinery estimated at $200,000,000. 

This sudden disruption of a large industry 
will even at the best involve some unemploy- 
ment, necessary changes in consumer habits, 
and altogether a painful readjustment. It does, 
however, call dramatic attention to certain of 
the achievements of private industry which 
have been going forward over a period of 
years as products of laboratory, factory techni- 
cian, and resourceful and able management. A 
few years ago the sudden disappearance of raw 
silk would have caused a far greater shock, 
but today, we have a well-developed rayon in- 
dustry which over a period of years has vastly 
improved its product to a point where it is 
widely available as an alternative for silk in 
fabrics. Even more dramatically, there have 
appeared in more recent months still newer 
products, the most notable of which is nylon, 
which have further diminished our dependence 
on silk for comfort and satisfaction. The his- 
tory of the development of these new products 
is one more fascinating story of the achieve- 
ments of American enterprise. As an illustra- 
tion, the development of nylon is worth tracing 
in more detail. 


Origin and Development of Nylon 


The basic patents on fibre “66”, now known 
as nylon, were taken out by E. I. du Pont de 
Nemours & Co. in 1937, after research covering 
the better part of ten years. There is a certain 
irony in the fact that this product of a com- 
pany that perhaps more than any other has 
been subject to political attack during the 
past eight years should now be looked to hope- 
fully by both industry and government offi- 
cials alike for aid in an emergency involving 
thousands of workers and millions of dollars 
of capital investments, to say nothing of the 
requirements of the public. 

Commercial production was first started in a 
pilot plant near Wilmington, Del., early in 
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1938 and in October of that year the company 
announced plans for the erection of a new 
$8,000,000 plant near Seaford, Del. But even 
before this plant had turned out its first nylon 
yarn in December 1939, plans had been made 
to more than double its original capacity. The 
Seaford plant reached its full operating capac- 
ity of 8,000,000 pounds annually this Spring, 
and is now giving employment to about 1,800 
people, including those in training. 

In October 1940, plans were announced for 
a second plant which is now being erected in 
Martinsville, Va., at a cost of $11,000,000, 
and with an annual capacity of 8,000,000 
pounds. It is expected to start production late 
this year. When completed next Summer it will 
give employment to about 1,000 people. Al- 
together, the company’s aggregate investment 
in nylon already made or authorized, but ex- 
cluding experimental and development costs, 
has been placed by du Pont spokesmen at $28,- 
000,000, calculated to produce 16,000,000 
pounds annually and to give employment to 
over 2,000 people. Thus, within a period of two 
years, the original output contemplated when 
the Seaford plant was first authorized has been 
increased more than five-fold. 

Nylon hosiery were first sold commercially 
in May 1940. Prior to the freezing of silk 
stocks, nylon hosiery output accounted for 20 
per cent of the production of the women’s full 
fashioned hosiery industry, and the present 
rate will be doubled when the Martinsville 
plant is fully operating. Because of its longer 
wearing qualities, nylon hosiery displaces more 
than an equivalent amount of silk hosiery. 


What Is Nylon? 


Nylon differs from other synthetic fibres, 
both in its own properties and in its basic 
ingredients. It is non-cellulose, and to say that 
it is made of coal, air and water sounds like a 
fairy tale; yet such is the case. It was the first 
fibre made entirely from materials of the 
mineral kingdom. Other synthetic fibres such 
as rayon or lanital (artificial wool) are made 
partly from the raw materials of the vegetable 
kingdom (cellulose) or the animal kingdom 
(casein). 

Nylon possesses a degree of elasticity 
which has made it particularly adaptable in the 
hosiery incustry. At present over 80 per cent of 
the nylon output is being made available to 
that industry. Nylon also possesses extreme 
strength and toughness, qualities that have 
permitted it to be used successfully in the 
manufacture of a wide variety of other products 
such as parachutes, sewing thread, tennis rac- 
quets, fishing lines, surgical sutures, electric 
wire insulation and bristles for a wide variety 
of brushes. It is being increasingly used by 
manufacturers of underwear, dress goods, 
neckties, waterproof fabrics, and the like. 














An Example of Industrial Pioneering 


When it is considered that nylon is but one 
of many achievements of a single company, 
the significance of what business is doing in 
the way of industrial pioneering perhaps may 
be better appreciated. No doubt many people 
still look upon the du Pont company as pri- 
marily a munitions manufacturer. Actually— 
except in times when the United States has 
been at war— munitions making for many 
years has constituted only a small fraction of 
its business, representing less than 2 per cent 
of its total output in 1939. 

Among the many products introduced by this 
one enterprise may be mentioned the “Duco” 
pyroxylin lacquers, which changed the whole 
paint and varnish industry and broke a bottle- 
neck retarding the production of low-cost 
automobiles, and “Cellophane”. While the 
latter was a French invention, it was too costly 
and impractical for wide use until du Pont 
chemists developed a moisture-proof variety 
and brought prices down to a fraction of what 
they were before. When World War I broke 
out in 1914, the United States was almost 
wholly dependent upon imported dyestuffs, 
chiefly German. In 1917 the du Pont company 
began the manufacture of dyestuffs and in the 
first eighteen years of this venture invested 
more than $43,000,000 in the business before 
sufficient profits were earned to offset the ac- 
cumulated operating losses. Thanks to the 
efforts of du Pont, Allied Chemicai & Dye 
Corp., American Cyanamid Company and other 
leaders of the chemical industry, this country 
now makes 95 per cent of the dyestuffs it uses, 
exports more than it imports, and employs a 
small army of men and women in the business. 

Less familiar to the general public, but never- 
theless widely used throughout industry is 
du Pont’s synthetic rubber — neoprene — an- 
nounced in 1931 after six years of experimen- 
tation. Made from salt, coal and limestone, this 
product greatly excels rubber in resistance to 
heat and sunlight and to action of oils, gasoline 
and solvents, making it preferable for many 
uses despite its higher price. Other companies, 
including U. S. Rubber, Goodyear, Goodrich, 
Firestone, Standard Oil of N. J., and Dow 
Chemical, have developed forms of synthetic 
rubber by different formulae. In 1938 came 
nylon, and this year still a new synthetic, 
known thus far as fibre “D”, which experimental 
tests suggest may prove a satisfactory substi- 
tute for carpet and upholstery wools, much of 
which is imported from remote countries. 

The foregoing examples represent, of course, 
only a few “high spots” of the record of 
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research; yet they illustrate how private 
capital, aided by science, is constantly widen- 
ing the frontiers of economic opportunity. It is 
a striking fact that, as result of the research 
activities of the ’20s and ’30s, by 1937 something © 
like 40 per cent of du Pont’s total sales were 
in products either unknown or not in produc- 
tion ten years earlier; and the same thing is 
taking place among other companies in the 
chemical and many other industries as well. 

For example, in the annual report of the 
Union Carbide and Carbon Corporation for 
1940 it is stated that in one division alone well 
over 150 synthetic organic chemicals are being 
produced by processes founded on research 
within the company, many of such products 
having been unobtainable on a commercial 
scale only a few years ago. Thanks to the 
advances in chemistry and related sciences, 
our dependence upon foreign sources for ma- 
terials vital to the national defense has been 
greatly reduced. Whereas in 1921 General 
James G. Harboard listed forty-two “strategic” 
materials that had to be imported wholly, or 
in part, from outside continental United States, 
on January 30, 1940, the Army and Navy 
Munitions Board had only fourteen materials 
on this “strategic” list. 


Industrial Progress and the Standard of Living 


And all this in the face of constant attack 
upon the industries as “monopolies” that fail 
to distribute broadly the benefits of industrial 
progress; and constant lament of the lack of 
new industries “in sight” to engage the savings 
and energies of the people. It is asserted that 
business under the corporate set-up no longer 
exhibits the initiative and daring in making 
new investments that it did when enterpriscs 
were smaller and more largely of the owner- 
manager and partnership types. 


The facts described above belie these charges. 
True, the chemical industry has been a recog- 
nized leader in promoting research and develop- 
ing new products; and yet anyone familiar with 
industry knows well of the countless ways in 
which industry in practically every field is con- 
stantly improving its methods, perfecting and 
cheapening its existing products and develop- 
ing new ones. While progress unquestionably 
has been retarded by the handicaps placed 
upon business in recent years, the fact that it 
continues in ways that have been described is 
evidence of the soundness and vitality of the 
system of private enterprise, which has given 
the people of this country a standard of living 
higher than anywhere else in the world. 


THE NATIONAL CITY BANK OF NEW YORK 








“PARA AYUDARLE EN SUS NEGOCIOS 


LB AKING these five words mean something helpful to 
4 M American business is a job this bank has been doing 
. for 27 years. 
In Spanish they say, “To help you transact business” — 
and that’s the object of National City’s widespread Latin- 
American organization. 
The first overseas unit of any American National City was the first American national bank to 
ee enter this field. Since 1914 we've built up a knowledge of 
Latin-American relationships that is proving to be of in- 
creasing value to business here. 

Differences in customs, in banking and exchange regu- 
lations are only a few of the problems business faces. To 
help you, we put at your disposal the experience of more 
than a quarter of a century, and an organization com- 
prising 41 branches throughout South and Central America 
and the Caribbean. 

This knowledge and experience is at the disposal of 
American banks through our Head Office in New York, 
or through Correspondent Banks from coast to coast. In 
addition, a group of officials at our Head Office is ex- 
clusively engaged in Latin-American relationships and is 
in daily contact with our branches there. 

Through these men, these branches and this accumu- 
lated experience, we try to put extra meaning into those 
five words that say: 


* TO HELP YOU TRANSACT BUSINESS” 
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